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UNITED KINGDOM: KEY ECONOMIC INDICATORSL/ 
Average Exchange Rate: lst Quarter2/1981 21.00=$2.13 


19813/ 
Percent Es- 
1979 1980 Change timate 
INCOME, PRODUCTION, EMPLOYMENT 


GNP, Current Prices4/ 191.4 18.9 208.1 
GDP, Constant 1975 Prices4/ 100.7 -1.6 98.4 
Per Capita GNP, Current Prices (Pounds) 3428 1543; 3728 
Plant & Equipment Investment (1975 Prices) 6.5 4.9 1.29 
Personal Disposable Income (1975 Prices) 84.6 2e2 82.9 
Indices: 
Industrial Production (1975=100) 104.6 -7.3 97.8 
Average Labor Productivity (1975=100) 114.4 -2.5 115.0 
Average Earnings (Jan. 1976=100) 16232 20.7 203.9 
Labor force (Millions) 26.4 0.4 26.4 
Unemployment Rate (3) 5/7 - at 


MONEY AND PRICES 


Money Supply (Sterling m3) 6/ 
Interest Rates (%) 2/7 
Indices: 
Wholesale Prices (1975=100) 8/ 
Retail Sales Volume (1976=100) 


BALANCE OF PAYMENTS 


Gold & Foreign Exchange Reserves 

Eternal Public Debt 

General Govt. Payments Abroad of 
Interest, Profits & Dividends (net) 

Visible Trade Balance 

Balance on Current Account 

Exports, FOB 40.6 
US Share ($%) 9.8 

Imports, FOB 44.2 
US Share (%) a2 

Main Imports from US (Millions of Pounds) 
Machinery (non-electrical) 722 10.8 
Machinery (electrical) 856 19.0 
Transport Equipment 442 87.8 
Cereals and Cereal Products 219 Tae N/A 


FOOTNOTES: 

1. All figures are in billions of pounds sterling except where otherwise 
noted. . 
The Average Exchange Rate of 1979 is &1.00=$2.12, and for 1980 it is 
61.00=$2.33. 
1981 estimates should be treated as tentative. 
At factor cost. 
Seasonally adjusted excluding school leavers, December figure. 
Seasonally adjusted December figure. 
Three-month Treasury Bills - Average Discount Rate. 
Ex-factory. 


Billions of dollars as of March 31, 1981 - includes revalued good 
reserves. 


10. Billions of dollars as of December 31, 1980. 


SOURCES: Monthly Digest of Statistics, February 1981; 
Bank of England Quarterly Bulletin, December 1980. 





UNITED KINGDOM 


Summary 


Britain's recession in 1980 resulted in a 2.5-percent decline in 
Gross Domestic Product (GDP) (compromise measure). Inflation 
Slowed rapidly during the year, and the exchange rate appreciated 
markedly. Falling output and sharply rising unemployment have 
marked the deepest recession in the postwar period. Profit mar- 
gins were squeezed by higher pay settlements and the strengthening 
exchange rate. While the rate of increase in average earnings 
began to slow by the last quarter as pay demands became more 
realistic, a comparison between the first three quarters of 1980 
and the same period in 1979 shows a 20-percent rise in nominal 
personal disposable income, contrasted with a fall of the same 
Magnitude in industrial and commercial companies' undistributed 
income. Fixed investment continued the decline which began in 
1979. The 1979 inventory buildup was reversed in 1980, with mas- 
Sive destocking accompanying broad-scale labor shedding. The 
trade and current account defied predictions and moved sharply 
into surplus. Unemployment rose through 1980 with a monthly rate 
of increase over 100,000 in the last quarter. The unemployment 
rate reached 8.8 percent in December, and continued to accelerate 
into the first quarter of 1981. In the face of rising unemploy- 
ment, strikes and work stoppages were at the lowest levels in 49 
years. 


Both retail and wholesale price and cost increases decelerated in 
1980. The year-on-year increase in retail prices declined from a 
mid-year peak of 22 percent to a January 1981 rate of 13 percent, 
with the 6-month annualized rate between 10 and 11 percent. The 
6-month annualized rate of increase in the price of manufactures 
declined from 20 percent at mid-year to about 7 percent in Jan- 
uary 1981. Labor costs rose much faster than prices, partially 
offsetting the stabilization of materials and fuel costs. 


The third full budget of the Thatcher Government (March 1981) was 
designed to redirect the economy away from personal consumption 
in favor of business, industry, and investment, though there is 
considerable debate about whether it will achieve this objective. 
Tough fiscal measures were announced to avoid another public sec- 
tor borrowing requirement (PSBR) increase such as that which re- 
sulted in 1980. Sharp increases in excise taxes were combined 
with an effective rise in the personal income tax through the 
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decision not to index allowances and brackets for inflation in 
the preceding year. 


The restrictive budget is designed to assure that the gains 
achieved on the inflation front not be lost in any effort to re- 
flate the economy and is based on a forecast of modest recovery 
in 1981. During 1981 as a whole, GDP is expected to fall by 2.5 
percent, the PSBR to fall to 10.5 billion pounds, inflation to 
fall to 10 percent by the fourth quarter, with a current account 
surplus of 2.5 billion pounds for the year. 


A.. THE CURRENT ECONOMIC SITUATION AND TRENDS 


Seeking Bottom--The Decline Continues 


While the 1980 decline has been continuous, it has not been a 
free fall nor have losses been evenly distributed in the economy. 
The overall 7-percent decline in industrial output was heavily 
concentrated in the manufacturing sector, marked by a 10-percent 
decline. Construction declined by 6 percent; gas, electricity, 
and water declined 3 percent; mining and quarrying, including 
North Sea oil, gas, and coal increased by 2 percent in 1980. 
Increases in agriculture, forestry, and fishing were offset by 
declines in transportation, communications, and distributive 
trades and services, holding the combined sectors to 1979 output 
levels. 


Consumers’ expenditure rose by only 0.5 percent, with virtually 
all of the increase in the first quarter. A 0.5-percent quarter- 
to-quarter increase between the third and fourth quarters pre- 
vented consumers' expenditure from turning negative for the year. 
Only the food and clothing sectors showed increases over 1979, 
and these were small. Expenditure on cars and motorcycles were 
down by 13 percent for 1979-80; expenditure on beer and on wines 
and spirits each fell by 4 percent. The fall in beer consumption 
is particularly noteworthy, since there had been a steady rise in 
beer consumption over recent years even during periods of reces- 
sion. Expenditure on other services rose by 6 percent, largely 
as a result of a massive 25-percent increase in consumers' ex- 
penditure abroad. Expenditure on travel, reflecting an increase 
in air travel, rose by 6 percent. 


Fixed investment fell sharply in 1980 for a year-on-year decrease 
of 2 percent and reached the lowest level since 1972. Government 
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fixed investment fell by 13 percent in 1980, while other fixed 
investment fell by 0.5 percent. Plant and machinery investment 
rose by 4.9 percent in 1980 compared with a 5-percent rise in 
1979, but this was offset by a sharp decline in housing construc- 
tion. The fall in general government investment partly resulted 
from a continuing decline in investment in public sector dwellings 
(down 10 percent). However the fall in investment in private 
sector dwellings exceeded this and was 14 percent. Investment in 
Other new buildings and works also fell by 5 percent. 


Investment directly by the manufacturing industries in 1980 was 

9 percent lower than in 1979, but expenditure by the service 
trades on assets for leasing continued to grow so that the volume 
of new equipment becoming available for use by manufacturers de- 
clined by rather less. Investment in public services and in 
petroleum and natural gas fell between 1979 and 1980. 


The most drastic change on the investment side was the shift from 
substantial inventory investment in 1979 (1.9 percent of 1979 
GDP) to massive destocking in 1980. Manufacturers and distribu- 
tors stocks fell over 2 billion pounds in 1980, compared with an 
increase of 765 billion pounds in 1979. Output, falling faster 
than stocks, pushed the stock/output ratio to 113.1. Government 
expenditure on current goods and services fell by 0.5 percent. 


During 1980, the U.K. accumulated a current account surplus of 
&£2.7 billion ($6.3 billion). This represented a 61.1 billion 
($2.6 billion) shift from the 1979 deficit. Although the growing 
importance of North Sea oil has been a factor in the strength of 
the U.K. external position, it was not the main factor in the 
1979/1980 shift. Rather, the inventory cycle in Britain, as well 
as general worldwide recession, was the primary contributor to a 
6.4-percent drop in total import volume. Paradoxically, in light 
of the loss of competitiveness since 1975, export volume rose by 
1 percent despite further sterling appreciation of 16 percent on 
an effective basis and 10.5 percent against the U.S. dollar and 
slack demand in major foreign markets. 


On a volume basis, non-oil exports rose by 1.6 percent while non- 
Oil imports fell by 3.9 percent. Exports of manufactures rose 

by 0.9 percent while imports of manufactures fell by 1.3 percent 
and raw materials imports (excluding fuels) fell by nearly 14 per- 
cent. Crude oil volumes, both for exports and imports, fell, but 
import volume fell more rapidly. At the same time, average value 
per ton of crude oil exports rose by 57 percent, while that for 
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imports rose somewhat less. The U.K. shift to a surplus position 
of 6273 million ($636 million) on oil account is therefore the 
result of declining oil import volume and relatively faster in- 
creases in export prices. The inventory nature of the import de- 
cline also emerges more clearly in light of the relatively faster 
decline in raw materials (by volume as well as price) than manu- 
factured goods. 


A further development in 1980 was that while the geographical 
distribution of U.K. exports was essentially unchanged from 1979, 
the import pattern showed more variation. As a percentage of 
total U.K. imports (overseas trade statistics basis), the European 
Community import share fell from 44.3 to 41.3 percent, while the 
North American share rose from 13.2 to 15 percent (virtually all 
of which was accounted for by U.S. exports), and the oil exporting 
country share rose from 6.8 to 8.6 percent. As a result, the bi- 
lateral balance-of-payments position (also reflecting sterling 
valuation) shifted as’ well; the deficit agatnst the European Com- 
munity fell from £3.4 billion to £78 million, while the deficit 
against North America rose from 61.4 billion to 62.2 billion. 


While the turnaround in the visible trade balance, to a surplus 
of $1.2 billion, accounted for the sizable swing in the current 
account, the invisibles balance also contributed but at a reduced 
pace. By way of comparison, the surplus on invisibles amounted 
to £2.3 billion in 1978 but had fallen to 61.6 billion by 1980. 
Although transfers abroad have increased over this period, the 
shift to a deficit on interest, profits, and dividends accounts 
for the bulk of the reduced surplus. A large portion of this is 
attributable to debits related to earnings on foreign oil com- 
panies' U.K. investments, which rose by 40 percent in 1980. By 
contrast, U.K. oil companies' overseas earnings fell by 25 per- 
cent, despite large oil price increases, largely due to reduced 
world demand, the effect of sterling appreciation on foreign 
currency-denominated income, and the absence of the large stock 
profits that occurred in 1979. In the services category, while 
net U.K. credits increased, services export volume fell and import 
volume rose. The most important factors in this shift were move- 
ments in travel receipts and expenditure. 


In contrast to the declines in output, real incomes improved in 
1980. Total personal income before taxes was 18 percent higher 
in 1980 than in 1979. Taxes on income and national insurance 

contribution payments both rose by about 21 percent between 1979 
and 1980, reducing total personal disposable income to about 0.5 
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percent lower than the rise for total personal income. Real 
personal disposable income was 2.1 percent higher in 1980 than in 
1979. Although there was a 9-percent decline in total pretax in- 
comes of industrial and commercial companies, inventory adjust- 
ment yields a rise in gross trading profits of 7.4 percent in 
nominal terms for the year (including North Sea oii and net of 
stock appreciation). This overall level reflects the sharp fail 
in inventories in the second half of the year and masks the fact 
that gross trading profits excluding North Sea oil and net of 
stock appreciation fell 4.5 percent for the year. Even more 
dramatic is the fact that excluding North Sea oil, profits nef 
of stock appreciation fell by about 10 percent between the first 
and second halves of 1980. By contrast, North Sea oil profits 
adjusted for inventory changes rose by 48 percent in 1980. This 
largely rose out of a 50-percent increase in the average price of 
Oil; the volume produced and sold increased 2 percent. Profits 
of companies engaged in North Sea oil and gas production grew by 
10 percent in the fourth quarter of 1980 alone. With little 
change in the price of oil, the fourth quarter increase mainly 
reflected an increase in the volume of oil produced and sold, and 
in part, this was due to the start of production at the Murchison 
field in October. 


The rates of increase in inflation and unemployment rose together 
through the first half of 1980. The rate of inflation hit a peak 
Of 21.9 percent on a year-over-year basis in May and remained at 
21 percent in June. A sharp decline in the rate of increase 

took place in July (as 1979's increase in value-added tax dropped 
out of the base for calculating the average price rise), and the 
rate of increase continued to decline slowly until the year's end, 
closing at a 14-percent annualized level. The rate of increase 
in unemployment on an unadjusted basis peaked during the 4 weeks 
and ended July 10 when 237,000 were added to the unemployment 
rolls; on a seasonally adjusted basis, the rate of increase 
peaked in mid-November. Although unemployment has continued to 
grow, the rate of increase has slowed. The close of 1980 saw a 
9-percent unemployment rate (excluding school dropouts). 


The Government's March 1981 Budget--Reflections of Poor 1980 
Economic Performance 


The March 1981 budget was announced against a background of fall- 
ing output, rising unemployment, and a declining but still worri- 
some rate of inflation. While the annual rate of inflation had 
dropped to 12.5 percent by Budget Day, the 6-month index had re- 
versed to a declining trend from September through January and 
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showed a slight increase. The keynote of the budget was the 
Chancellor's admonition that to change course would be "fatal to 
the whole counter-inflation strategy." The budget is primarily 
designed to redress the balance of the economy, away from personal 
consumption and in favor of business, industry, and investment. 
Public expenditure and the deficit (public sector borrowing re- 
quirement or PSBR) in FY 1980-81 were both well above expecta- 
tions. The PSBR reached 13.5 billion pounds, contrasted with the 
8.5 billion target of March 1980 and the 69.8 billion level re- 
corded in FY 1979-80. Some 2.5 billion of the overrun resulted 
fromthe recession being worse than expected. To avoid further 
increases in the PSBR for FY 1981-82 the Government announced 
sharp increases in excise taxes and decided against indexation 

for inflation of the bands and allowances in the personal income 
tax. Following a legislated formula, allowances and bands would 
have increased by 15 percent to adjust for inflation. (Full in- 
dexation would have reduced tax yield by 2.5 billion pounds.) 

The Government's target of a 10.5 billion pounds PSBR is to be met 
through tax measures designed to net 3.61 billion pounds in ad- 
ditional revenues. Program expenditure increases and contingency 
reserves will add 320 million pounds to the expenditure side of 
the budget. The total, net direct effect is to reduce the PSBR 
by 3.29 billion pounds fi.e., from 6 to 4.25 percent of GDP). 
Index-linked debt instruments were introduced to aid PSBR funding. 
Despite a 2-percent drop in minimum lending rate (from 14 to 12 
percent), the sterling M3 target is to be reduced to 6 to 10 per- 
cent annual rate (from a previous 7 to 11 percent target, with an 
actual annual rate of growth in the 20-percent range during the 
past year). More flexible monetary control and reserve asset 
techniques will allow the market a greater role in determining 
short-term interest rates, eventually allowing the Bank of England 
to keep short-term rates in an unpublished bank and suspending 
"announced MLR," which will have lost its operational significance. 


A range of micro measures were introduced to aid the financial 
position of industry (financing inventories), reduce selected 
industrial energy prices, convert equipment from oil to coal, aid 
construction of industrial buildings, reduce burden of capital 
transfer and capital gains tax on small business, raise threshold 
of corporation tax for small companies, relax conditions for 
financing industrial cooperatives and partnerships, and stimulate 
venture capital and loans to small business. This budget ac- 
knowledges that the existing macroeconomic balance is unsatisfac- 
tory. In attempting to redress the balance in favor of manufac- 
turing and small industry, it does so in part by fiscal drag--in 
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effect a tax on the personal sector--and increases in direct 

taxes that can increase the RPI by roughly 2 percent. The mea- 
sures designed to help business fall short of what that sector had 
been asking of Government. Incentive measures are designed to 
assist the new businesses that the Government feels are necessary 
to a revitalized British economy. These are unlikely to increase 
near-term profitability of existing firms. Initially, the budget 
will be deflationary. The degree to which it achieves success 
will depend on the Government's ability to control the growth of 
money supply and the time lags involved in the supply side response 
from industry and small business. 


The Year Ahead--How Soon a Recovery? 


During the first quarter of 1981, Britain remained in recession 
and there was no consensus among forecasters as to whether the 
trough of the recession had been reached nor when recovery could 
be expected. The Government's official forecast is that real 

GDP will decline 2 percent in 1981 and grow 1 percent in the first 
half of 1982. The Government also projects a 10-percent inflation 
rate by the end of 1981 and a 3 billion pound surplus on the cur- 
rent account. 


Consumer expenditure can be expected to decline by about 1.3 per- 
cent in 1981. Retail sales volume began to show some recovery in 
the 3 months from December 1980 to February 1981, posting a 2- 
percent increase over the previous 3 months. However, real per- 
sonal disposable income, after a 2.1-percent increase in 1980, is 
likely to decline in 1981 due to falling wage settlements, de- 
clining employment, budget increases in taxation, and the increase 
in National Insurance contributions. The personal savings rate, 
which has been at the exceptionally high level of 16 percent in 
1980, is likely to fall, partly because of the usual reaction to 

a fall in real income and partly because declines in inflation 
reduce the amount of saving necessary to maintain intact the real 
value of financial assets. Gross domestic fixed capital formation 
could decline about 7 percent from 1980 levels, with a drop of 13 
percent in the volume of manufacturing investment. 


Throughout 1980, there was a decline in the level of stocks. 
While the rundown of stocks continued into 1981, the rate of de- 
crease in stocks slowed in the first quarter of the year. There 
is a general consensus among forecasters that the decline in 
stocks for the year as a whole as a percent of 1980 GDP will be 
about nil. 





10 


The outlook for the current account is likely to depend signifi- 
cantly on the response of import volume to the ending of destock- 
ing. The loss of competitiveness over recent years may also have 
more impact on exports. On the invisibles account, net payments 
abroad, representing repatriated interest, profits, and dividends 
by foreign oil companies, are likely to increase. These changes 
May not be rapid, and in 1981, their effect on the current account 
balance will be more than offset by continued decline in aggregate 
domestic demand, the late 1980 oil price increase, and E.E.C. bud- 
get rebates to Britain. As a result, the current account for 1981 
should again be in surplus, perhaps repeating the 2.7 billion 
pound surplus recorded in 1980, even though the non-oil surplus 
will tend to decline. With slackened domestic credit demand, and 
if the Government is successful in adhering to public sector bor- 
rowing and money growth targets, short-term interest rates should 
decline further. 


The decline in manufacturing output will exceed that of GDP, 
reaching a 1981 level between 6 and 9 percent below 1980. During 
the first quarter of 1981, the unemployment rate continued to rise 
though the rate of increase abated. The Government estimates that 
a total of 3-million will be unemployed by the end of 1981. This 
would represent an ll-percent rate, barring substantial changes 

in the figures for the total labor force. 


B. IMPLICATIONS FOR THE UNITED STATES 


Introduction 


Exports from the United States to the United Kingdom increased by 
19.4 percent in calendar 1980 over 1979 in dollar terms. In the 
face of continuing deep recession in the British economy, however, 
demand in some areas began to moderate in the latter part of 1980. 
Demand is expected to be tempered further as the pound declined 
from its high of almost $2.45 in January 1981 to approximately 
$2.20 in April. Although 1981 is not expected to show the spec- 
tacular gains in some product areas which characterized the export 
market to the United Kingdom over the last 3 years, it should 
offer an excellent opportunity to consolidate market penetration 
in a number of areas, particularly in the consumer field. 


The rigors of a recessionary economy are also stimulating U.K. 
management to more creative use of existing resources and to search 
for the most efficient and productive methods of manufacture. 
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These developments in management strategy bode well for exporters 
of energy saving technology, plant maintenance, materials handling, 
and other new technology which advances the art. Consumer goods 
continue to be attractive to the U.K. purchaser, not only on price 
grounds but more importantly for style and design as, despite the 
recession, real disposable income has kept pace with inflation. 


A rapid and very large increase in the number of British tourists 
to the United States is also feeding the U.K. consumer appetite 
by exposing U.K. citizens to U.S. goods and life style. New-to- 
market firms should be able to take advantage of the generally 
favorable climate for U.S. goods, and by utilizing such tools as 
the Embassy's Market Launch Service (MLS) to display their goods 
at selected trade fairs in the United Kingdom, these firms should 
be able to make a considered judgment on the export potential for 
their products on the ground. (Details of the MLS are available 
from District Offices in the United States of the U.S. Department 
of Commerce. ) 


For those American firms interested in licensing manufacture of 
their products, 1981 is an excellent time to select an experienced 
and capable manufacturing partner. Excess capacity, particularly 
in the engineering field, has motivated many highly reputable and 
competent firms to seek out licenses for products which extend or 
complement their existing range. 


High-Technology Products: Due to the present recession in the 
United Kingdom, no significant growth is anticipated over the next 
6 months for U.S. technology-based products. The cost of money 
being higher in the United States than in the United Kingdom has 
compelled many U.S. firms to insist on more stringent terms with 
their U.K. agents and distributors, and this has had an inhibiting 
effect on sales. Many U.K. buyers of U.S. high-technology prod- 
ucts are holding back in anticipation of a decline in money costs 
in the United States, which they believe will help to bring about 
a general decrease in the price of U.S. equipment later this year. 
Thus, it seems likely that while the United States will retain its 
major share of the high-technology market in the United Kingdom, 
incremental sales will be more difficult to achieve over the next 
6 to 12 months. 


Contrasting with this rather cautious prognosis, there are still 
some high-technology products that offer good growth possibilities 
over the next few years: Cable television is beginning to experi- 
ence a boom in the United Kingdom, presenting good prospects for 
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American-made microwave carrier equipment, video broadcasting and 
distribution systems, test equipment for use in the CATV industry, 
and band line communications equipment. In the telecommunications 
area, there is growing interest in PABX equipment, voice response 
and synthesis systems, digital switching machines, and add-ons to 
make subscriber dialing more convenient. On the electronics side, 
test equipment for the electronics industry--such as automatic 
test equipment, diagnostic systems, and in-circuit component. 
testers--offer good sales possibilities. Finally, we recommend 
production and process automation systems allied to the engineering 
and basic metals fields (steel, aluminum, castings, etc.) as being 
good prospects for the foreseeable future. 


Health Care and Hospital Equipment: Annual purchase of medical 
equipment in the United Kingdom for 1980 totaled $120 million, of 
which imports accounted for over 50 percent. Sales of U.S. goods 
during this period amounted to $20 million. There are excellent 
prospects for all types of U.S.-manufactured goods in this market 
area, ranging from disposables to the most highly sophisticated 
electronic equipment. A feature of the U.K. market that should 
be noted is the rapidly increasing numbers of individuals covered 
by private medical insurance. It is estimated that such numbers 
in the United Kingdom will more than double by 1990. The total 
number of people in the United Kingdom covered by private medical 
insurance stood at 3.3 million in 1980, and this figure is ex- 
pected to rise to 8.5 million by 1990. This increase in private 
medical insurance is resulting in the contribution of more pri- 
vate hospitals and a rising demand for hospital equipment. The 
coming into effect of the MTN Code on Government Procurement is 
also expected to increase the sale of U.S. products to the U.K. 
Government's National Health Service. 


Consumer Goods: The low level of retail sales during the past 

12 months has shown signs at least of bottoming out in the first 
quarter of 1981. During the recession however U.S.-made merchan- 
dise has continued at least to maintain and, in many cases to 
increase, its share of the market. 


Apparel: Highlight of the London women's fashion week in March 
was the exhibition by U.S. exhibitors of outerwear, high fashion, 
and lingerie. Immediate sales and excellent prospects were re- 
ported. The response to the promotion of the New York Fashion 
Buyers Week to be held in May has been excellent, and it is ex- 
pected the largest European country contingent will be from the 
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United Kingdom to meet U.S. apparel manufacturers in their New 
York showrooms. The number of U.K. visitors to the NAMSB men's 
and boys' wear show in New York in March and the American promo- 
tions during the spring have caught the imagination of the con- 
sumer and proved to be trend setters in the London fashion scene. 


Fabrics: Both fashion and upholstery are in demand with British 
customers who are experiencing difficulty in identifying U.S. 
suppliers. 


Furniture: More British importers than ever before visited the 
Southern Furniture Market in April 1981, seeking supplies to meet 
the increased demand for quality U.S.-made furniture. 


DiIy/Hardware/Gardening: While the consumer has expended money 
and energy improving his/her real estate, maintaining automobile 
and boat, etc., these sectors, more as a result of the recession 
than despite it, have continued to grow. Real growth of 10 per- 
cent per annum is forecast over the next 5 years, offering ex- 
cellent opportunities for innovative American manufacturers to 
secure an even larger share of the market than they presently 
enjoy. 


Coal: £50 million will be provided by the Government in the next 
2 years to help British industry convert its boilers from oil to 
coal firing. The 650 million could eventually generate additional 
coal sales of more than two million tons. Coal has the biggest 
Single slice of the U.K. primary fuel market (38 percent), having 
overtaken oil for the first time since 1970. Although the British 
Government is providing subsidies to the coal industry in 1981-82 
to match the price of imported coal (the price of domestic coal 
has risen by more than 70 percent during the past 3 years), with 
the exception of cheap cooking coal, there remain good opportuni- 
ties for price-competitive and delivery-efficient American coal 
producers to sell to the United Kingdom. 


Printing and Graphic Arts Equipment: Within the presses area 
where web-offset is expected to show the largest growth, imports 


from West Germany, Japan, France, and the United States predomi- 
nate. There are continuing opportunities for American companies 
wishing to enter or expand in this market, particularly in small 
and medium sheet-fed presses, proof presses, mini-web presses and 
graphic reproduction equipment. Excellent opportunities also 
exist for American manufacturers of technologically advanced 
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typemaking and typesetting equipment; in addition, scanners and 
plate/cylinder processing machinery and densitometers. American 
imports are already high, but there is room for growth. Sales of 
imported bookbinding machinery in the United Kingdom have been 
much greater than originally expected, and this trend is projected 
to continue through the next couple of years. There are good 
sales opportunities for American manufacturers of specialized 
binding equipment and components for U.K. assembly, as the U.K. 
presence in this area has been traditionally small and is now 
deteriorating. American manufacturers already enjoy good sales, 
and excellent opportunities continue to exist for further U.S. 
imports of technological, price-competitive products for manu- 
facturers prepared to market aggressively and offer good after- 
sales service facilities. 


General Aviation: Latest figures available indicate that in 1979 
the General Aviation market in the United Kingdom achieved overall 
sales of $40 million of which U.S. imports constituted 76 percent. 
Current indications are that the market will continue to expand 

at the rate of approximately 7.8 percent per annum. This means 
growing demand for avionics equipment, and in particular, naviga- 
tional aids, instrumentation, ground training equipment (simu- 
lators), and communications equipment. Severe competition from 
European firms is anticipated, however, and U.S. exporters will 
be hard pressed to maintain their share of the market. 


Chemicals and Plastics: Chemical producers in the United Kingdom 
have not been as affected by the rise in naphtha prices as other 
European producers, due to the availability of North Sea Oil; 
however, chemicals in general and plastics in particular have 
found a good market in the United Kingdom, especially at the right 
price. 


Exports of plastics raw materials and semifinished products from 
the United States to the United Kingdom have increased dramatically 
in 1979 and 1980. The factors that contributed to this increase 
will continue to affect the industry through 1982, even as manu- 
facturing activity picks up in the United Kingdom. It is difficult 
to predict the percent of increase over the near future, but in the 
first half of 1980, LDPE exports to the United Kingdom increased 
Over 250 percent and PVC exports increased by 175 percent during 
the same period.- The U.S. share of the U.K. market is small (@6 
percent), so these increases do not represent large total weight, 
but they do represent significant opportunities for U.S. producers 
in the U.K. market. 
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This dramatic increase of U.S. exports has met with stiff resist- 
ance among U.K. and European manufacturers. The industry contends 
that the U.S. producers enjoy an "unfair advantage," as a result 
of U.S. Government control of oil and gas prices. U.K. manufac- 
turers have banded together and appealed to the European Commis- 
sion to take steps to counter this alleged advantage. So far the 
Commission has investigated the case of U.S. exports of styrene 
and imposed an additional tariff of 4 percent. The case of vinyl 
acetate is under review. Pressures to set up trade barriers will 
continue as the European industry is faced with increasing compe- 
tition from United States, Japan, and Third-World producers of 
plastics. 


Bulk chemical exports to the United Kingdom are generally based on 
price advantages, as there is not a high degree of product differ- 
entiation. However, the discerning and sophisticated U.K. buyers 
welcome products that embody new technology. High quality lubri- 
cants, specialty chemicals and reagents, and even low-cost deter- 
gent and industrial cleaning systems are just some examples of the 
wide variety of specialty products that compete favorably in the 
U.K. marketplace. 


For specialty industrial chemicals, lubricants, adhesives, and 
abrasives, the Design Engineering Show and Conference, held each 
autumn in conjunction with the Factory Management, Maintenance 
and Engineering Show (PEMEC), is the appropriate showcase. The 
oil and chemical processing equipment and bulk chemical products 
are featured at the Offshore Europe Show and at EUROCHEM, held in 
the United Kingdom every third year. Scientific chemicals and 
processes are best suited for the International Scientific, Edu- 
cational, Medical and Industrial Lab Equipment Show, INTERPLAS, 
held in the United Kingdom every 4 years. It is the premier 
showcase for plastics and plastics machinery. Dates for these 
shows are available from the U.S. Department of Commerce. 


Building Products: Although housing starts have been at a record 
low for recent years, there is corresponding emphasis on improving 
the energy efficiency of and upgrading existing structures. This 
is providing a healthy boost for building and construction prod- 
ucts, particularly those which cater to the do-it-yourself market. 
As the public sector accounts for more than half of the construc- 
tion activity in the United Kingdom, the potential for sales is 
necessarily limited during a period of government spending strin- 
gency. However, many firms with well-established distributor 
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networks are seeking agency/distributor relationships in anticipa- 
tion of an upward turn in the market in the near future. U.S. 
firms with products that are attractive in terms of design, ef- 
ficiency, and cost can do well. 


Construction Equipment: The market for construction equipment is 
depressed at present. Even with an anticipated increase in the 
amount of construction activity, the market for equipment is 
saturated and highly competitive, as many European manufacturers 
are well-established in the market. 


Materials Handling: Innovative products that contribute signifi- 
cantly toward management efficiencies and productivity increases 
should fare well. 


Oil Field Servicing/Offshore Equipment: A new round of government 


Oil leasing is underway, which will stimulate demand for new equip- 
ment and services following the initial market penetration of the 
mid 1970's. Excellent potential exists for licensing of products 
and technology in anticipation of a new wave of activity over the 
next several years. 
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